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THE LATEST ASPECTS OF THE NICARAGUA 
CANAL PROJECT. 



BY CORKY M. STADDEK. 



If history be philosophy teaching by example, the records 
of the ages show that war excites the latent energies of a nation. 
It gives loud voice to the necessities of the people and suggests 
many remarkable methods for meeting them. The annexation of 
the Hawaiian Islands has been a mooted question for quite half a 
century, and several abortive efforts have been made to accom- 
plish that result. The prospect of a war with Spain emphasized 
the necessity of acquiring that important military base for the 
protection of our Pacific coast without needless loss of time. The 
call to arms and the participation in actual hostilities precipitated 
action in Congress, and the annexation problem, which had vexed 
so many previous administrations, was solved in a miraculously 
short time. So, too, the cruise of the battleship " Oregon " down 
the Pacific coast, around Cape Horn and up the Atlantic to 
Caribbean waters, at a time so fraught with danger for single 
warships, though ever so powerful, awakened the nation to the 
full realization of the importance of owning in fee simple an inter- 
oceanic waterway across the isthmus, that would permit the larg- 
est war vessels to pass back and forth, concentrate against the 
enemy's fleet, and afford immediate protection to any threatened 
point on the country's vast coastline. Had the construction of 
the canal been a matter of days or months, rather than of years, 
there is small doubt that all obstacles would have been swept 
away by Congress with the same expedition that marked the 
annexation of Hawaii, and the money to pay for the work would 
have been forthcoming from the people with the same prompt- 
ness and generous impulse that marked the sale of the war bonds. 
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The urgent necessity for the maritime canal is to-day ap- 
parent to nearly every man, woman and child in the United 
States. Even foreign powers concede that the construction of 
the waterway is a question of high public policy. The reasons 
why the canal should be built are, perhaps, neither more nor less 
numerous than they were one hundred years ago ; but, as the 
value of anything depends largely upon the need for it, so the ex- 
isting emergency impressed the public mind with the importance 
which such an ally as this would have been, had our forefathers 
had the wisdom and courage to build it. It is not the province of 
this article to enter upon elaborate argument why either strate- 
gically or commercially the trans-isthmian water route is essential 
to our happiness or well being ; yet in passing it may be remarked 
that a military education is not required to understand that, if one 
fleet is able to patrol the entire coast of the United States, steam- 
ing quickly from one extreme to the other without being obliged 
to pass around the " Horn," the necessity and the expense of 
maintaining two fleets is obviated. There are enormous advan- 
tages, also, to agricultural and industrial interests, as well as to 
coastwise trade, in cheap water transportation by this route. 

Historically, the proposition to connect the Atlantic and Pa- 
cific oceans by a waterway is not new. Columbus was searching 
for a passage to the far East Indies when he discovered America; 
and in the sixteenth century the Portuguese, as well as the Span- 
iards, recognized that with a water route across the isthmus they 
might compete for trade in the East. Twenty-one concessions 
have been granted by the governments of Central America for 
the construction of a canal, and four of these to the United States. 
The negotiations of this government have covered a period of 
nearly eighty years, and have been participated in by every Presi- 
dent since and including Mr. Monroe. All have favored the 
construction of an interoceanic communication across the isth- 
mus, to be practically under control of this government, open, 
however, to the commerce of the world. Numerous elaborate and 
expensive surveys, with full details of every route proposed, from 
Mexico to Colombia, have been conducted by the United States to 
discover the best practicable route. These surveyors, the most 
competent engineers and officers of the army and navy, have con- 
curred in the opinion that the proposed route, by way of Lake 
Nicaragua, is the best. 
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Though Congress had long felt a friendly interest in the 
surveys, it was not until near the close of President Arthur's 
administration that it was thought prudent and necessary to take 
up the subject in its general aspects. At this time, the Freling- 
huysen-Zavala treaty was submitted to the Senate for ratification. 
This treaty Was with Nicaragua ; and the United States, accord- 
ing to its stipulations, had an opportunity to secure control over 
an area of country twelve miles wide, through which the canal, 
projected in that instrument, was to he constructed. In return, 
the United States proposed to pay to the government of Nicar- 
agua $4,000,000. The provisions for the construction, mainte- 
nance and protection of the canal under the Frelinghuysen-Zavala 
treaty were full and complete. A majority of the Senate fa- 
vored its ratification, and possibly the necessary two-thirds might 
have been secured for it ultimately, had President Cleveland not 
interfered. Opposed to the treaty were a number of Senators 
who feared that the United States might become involved in an 
entangling alliance with the government of Nicaragua, which 
was quite contrary to the policy of our early presidents. Others 
withheld their votes, believing that this treaty violated the Clay- 
ton-Bulwer treaty of 1850, by the terms of which we solemnly 
promised to take Great Britain into partnership in building a 
canal at any future time. This was open repudiation of the 
previous solemn compact without going through the polite form 
of declaring it abrogated. The strength of the opposition, on 
these two grounds, therefore, was sufficient to prevent the rati- 
fication of the treaty during the closing days of President Ar- 
thur's administration, and Mr. Cleveland, when he became Presi- 
dent, promptly withdrew it. He concurred in the opinions of 
the opposition Senators, and forthwith took occasion to make 
it clear to Great Britain that his policy should be the reverse 
of that of his immediate predecessors. Secretaries Blaine and 
Frelinghuysen regarded the Clayton-Bulwer treaty as not bind- 
ing upon the United States, so far as it related to the con- 
struction of a canal through Nicaragua, although their efforts with 
Lord Granville to bring about the abrogation of the instrument 
diplomatically were by no means successful. But if the treaty at 
that time was not binding upon the United States, President 
Cleveland's recognition of its validity made it so. While his 
public policy would brook no treaty with Nicaragua, President 
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Cleveland was not averse to the construction, control and owner- 
ship of the canal by citizens of the United States. 

The failure of the Frelinghuysen-Zavala treaty was a severe 
disappointment to the friends of the canal project, but it did 
not discourage them. A company of private citizens, capitalists 
and promoters, was organized, which at length took the name of 
the .Maritime Canal Company. Fair and full concessions were 
secured from the government of Nicaragua, while similar articles 
were also signed with the Republic of Costa Rica on account 
of imagined ownership of a portion of the territory through 
which the canal was to pass, though it has been shown sub- 
sequently, in the settlement of the boundary dispute between 
those two governments, that Costa Rica's rights in the matter 
were solely riparian. In due time Congress was called upon 
to grant a charter to the Maritime Company, which asked nothing 
more than this, being then quite confident that it had ample 
resources to prosecute this important work to a successful finish 
during the ensuing ten years. Congress may have had a faint 
suspicion that the company was overburdening itself with respon- 
sibilities, and that at some time in the future it might find an 
occasion to cry out for financial help, so there was inserted in 
the chartering act an amendment prepared by that famous ob- 
jector, the late Judge Holman of Indiana, providing that " noth- 
ing in this act contained shall be so construed as to commit the 
United States to any pecuniary liability whatever for any account 
of said, company, nor shall the United States be held in any 
wise liable or responsible in any form or by any implication for 
any debt or liability in any form which said company may incur, 
nor as guaranteeing any engagement or contract of said company." 

This amendment was submitted to the House of Representa- 
tives January 4, 1889, and Judge Holman said in part : 

"It is not the necessary corporate power these gentlemen are seeking 
for ; they have that already. It is to obtain at once the moral and ultimately 
the financial and political resources and power of the United States that 
these enterprising gentlemen are aiming at— the old story repeated, the 
power and resources of government employed to enrich the few at the 
expense of the many. ... If this enterprise shall be successful under the 
policy of this bill these enterprising corporators and others will reap a rich 
harvest and amass wealth ; if disaster shall befall it, such as all enterprises 
of magnitude and all others are exposed to, these corporators of Europe 
and America and others connected with them will amass fortunes out of the 
stocks and bonds you authorize this corporation to issue, for when you enter 
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upon this work in the manner and form proposed by this bill you cannot 
escape the inevitable consequences." 

Congress ratified these opinions by adopting the Holman 
amendment — the Senate accepted it without debate — and the 
Maritime Canal Company eagerly approved the condition imposed, 
saying that they did not want a dollar from this or any other 
government; that the initial strength and inceptive favor of the 
enterprise itself would attract and draw to them all the cap- 
ital that would be needed for the prosecution of the design. 

The incipient distrust of the Maritime Canal Company in 
the Fiftieth Congress became more pronounced in the succeed- 
ing Congress. The Senate, in executive session, on the 11th day 
of April, 1890, adopted a resolution inquiring, "What are the 
present conditions and prospects of the enterprise ? " and the 
Committee on Foreign Eelations was instructed to consider and 
report what, in its opinion, the interests of the United States 
may require in respect of that interoceanic communication. 
The following January, Senator Sherman, as chairman of the 
Committee on Foreign Relations, presented a report under 
the resolution and an accompanying bill, which made the first 
bold proposition to render the canal company financial as- 
sistance. The bill, in brief, proposed to violate the terms of 
the charter — the Holman amendment — and guarantee the bonds 
of the Maritime Company in the amount of $100,000,000, to re- 
imburse the company the amount expended in promoting the en- 
terprise, and that the United States should accept in return for 
these favors $70,000,000 of the company's stock. The commit- 
tee's report explained: " The gentlemen engaged in the enterprise 
are confident of their ability to execute the work. They did not 
express a desire for aid, but seemed to have entire confidence of 
their success. They have already expended, as we are advised, 
about $4,000,000, and are negotiating contracts and loans." The 
report concluded: "If it appeared at any time that the inter- 
ests of the United States are in jeopardy from any cause, it can 
purchase the majority of the stock and become the controlling 
owner of the canal by paying its own bonds to an equal amount." 

Congress, however, did not guarantee the company's bonds. 
The company, without such guarantee, was unable to raise the 
necessary capital, either in the United States or abroad, and the 
financial crisis of 1893 so overwhelmed it that all active opera- 
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tions on the isthmus were suspended, and they have never been 
resumed. The same issue, the guaranteeing of bonds, has come 
up from time to time in succeeding Congresses, but not until the 
second session of the Fifty-fourth did it appear to have much 
chance of being decided in favor of the company. The opposition 
in the Senate, where it was first considered, was strong, and the 
arguments advanced against the bill were clear, sound and force- 
ful. The advocates of the measure were pressing for a vote, 
but almost at the supreme moment a note was received from the 
State Department, accompanied by a communication from Min- 
ister Eodriguez, the representative of the Greater Eepublic of 
Central America, setting forth several unassailable objections of 
his government to the methods of procedure. This final thrust 
determined the fate of the bill, and a vote on it was not taken. 

From 1891 to 1897 each new bill offered to the House or 
Senate — sometimes the bills were identical — sought to impress 
the United States with better terms. The one which was ob- 
jected to by Minister Eodriguez not only guaranteed the com- 
pany's bonds to the amount of $100,000,000 and reimbursed it 
in the sum that it had expended in promoting the enterprise, etc. 
— $4,500,000 — but it reduced the number of directors from fifteen 
to eleven, providing that one should represent Nicaragua, as stip- 
ulated in the concessions, one should represent Costa Eica, for 
like reasons, one should represent the Maritime Canal Company 
and the remaining eight should be appointed by the President of 
the United States. By the terms of the concession, the President 
of the United States was to appoint four of the number allotted to 
him from the list of promoters of the Maritime Canal Company. 
These four, together with the directors representing the company, 
Nicaragua and Costa Eica, gave the canal interests a representation 
of seven in the board of directors, leaving but four who might be 
disinterested appointees of the United States. In other words, the 
bill was intended to convey the impression at home that the 
United States would own and control the canal, and abroad that 
it would be constructed and managed exclusively by the company. 

In studying the several propositions that Congress has had 
to deal with for the construction of the Nicaragua Canal, it is 
important to note the character of the opposition, which obviously 
has been very strong, since no measure of this description, save 
the chartering act of 1889, has been passed. The opposition may 
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be considered under two general heads, that which is founded 
upon legal or constitutional grounds, and that which is not, or 
which may be termed partisan, and due somewhat to prejudice. 
The last, being of lesser importance, shall be discussed first. The 
Populists in Congress have not been antagonistic to the idea of 
canal construction, but their favor depended largely upon the 
methods proposed. Though they might agree to an appropria- 
tion of funds from the Treasury of the United States, the gold 
reserve, for instance, to the amount of $100,000,000, for the 
purpose of ditching the isthmus, the doctrine of their party for- 
bade them giving anything but determined, unalterable opposi- 
tion to any plan based upon an issue or a guarantee of bonds. 
A vote for bonds, no matter how crying the necessity might be, 
could give rise to a suspicion that a Populist was controlled by 
the "Gold Bugs," and to this he never would consent. The 
trouble resulting from the connection of the United States with 
the Pacific railroads project, has created a lasting impression upon 
the minds of millions, not confined to the Populist or any one 
political party ; so it is not surprising if some of the national leg- 
islators, who may not be familiar with the questions of law in- 
volved, do permit their prejudices to influence their votes on a 
question involving governmental support of a private corporation. 

That opposition to the proposed canal legislation based upon 
legal or constitutional grounds is so strong and unassailable that 
it is extremely doubtful if any bill which has not some further 
treaty negotiations as a condition precedent, can secure enough 
votes to pass the Senate. The principal objections to the bills 
which the friends of the canal company have offered during the 
past eight years were, that they trenched upon the rights of Nic- 
aragua and utterly repudiated in a most contemptuous manner 
that solemn instrument, signed by Great Britain and the United 
States in 1850, the Clayton-Bulwer treaty. The material points 
of Minister Rodriguez's criticism, which caused the Senate bill 
in 3897 to be withdrawn, were that some of the vital provisions 
of the cessions under which the Maritime Canal Company had 
the right to construct the canal were violated, as follows : 

1. This bill takes it for granted that the American govern- 
ment is to furnish the money necessary for the construction of 
the canal by the Maritime Canal Company and to take an im- 
portant part in the enterprise. But the concessions granted by 
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Nicaragua to the company in 1887 expressly provide that it 
"shall in no case be transferable to governments or to foreign 
public powers," and Article 53 provides that any contravention of 
this stipulation shall entail a forfeiture of contract. 

2. Article 47 of the contract provides that the final surveys 
shall be undertaken at the expense of the company, by a com- 
mission of competent engineers, two of whom are to be appointed 
by the government of Nicaragua. This bill, notwithstanding, pro- 
vides that the canal shall be constructed under the surveillance of 
the Department of Engineers of the United States Army, and 
three engineers shall be designated by the President for that pur- 
pose ; which provision conduces to the forfeiture of the contract. 

3. Article 10 provides that the Board of Directors is to be 
composed of persons at least one-half of whom shall be chosen 
from the promoters, who may yet preserve their quality as such. 
But the bill organizes the Board of Directors with eleven mem- 
bers, eight of whom are to be appointed by the President of 
the United States. 

4. Among the benefits which Nicaragua reserved to herself, 
in consideration of the valuable privileges and rights which she 
surrendered, was 6 per cent, of the shares, bonds, certificates or 
other obligations which were to be issued with a view to raising 
the capital. Notwithstanding that the company has made several 
issues, it has not fulfilled this obligation; and nothing is estab- 
lished in this bill with regard to the shares that would belong to 
Nicaragua, and it might happen that Nicaragua would get none. 

5. By the plan involved in the bill, "the present company 
is extinguished, and nothing remains of it in its relations with 
the enterprise save the shadow of a personality represented by 
a vote in a board of directors of eleven members; while in its 
relations with Nicaragua it may always claim full personality as 
the holder of the concession, although having none of the means 
necessary to enable it to meet its obligations." 

6. While the bill contravenes and sets at naught stipulations 
of the contract, it does not state whether the remaining stipula- 
tions still remain in force or not. 

Some of the ablest gentlemen in the Senate, including Caf- 

fery of Louisiana, Turpie of Indiana and Daniel of Virginia, all 

close students of international law, and two of them members 

of the Committee on Foreign Relations, have concurred in every 
vol. clxvii. — no. 505. 45 



706 THE NORTH AMERICAN REVIEW. 

point raised by Minister Bodriguez, and it was so clear that the 
bill nullified the concession that it was not pressed to a vote. 

The next feature worthy of consideration is the Clayton- 
Bulwer treaty, the abrogation of which was attempted by Presi- 
dent Buchanan in 1856, and by Secretaries Blaine and Freling- 
huysen in the early eighties, but with little success. Buchanan 
withdrew from his position when Lord Napier suggested that 
Great Britain would agree to the abrogation in the event of the 
United States formally recognizing the status quo of 1850, which 
would be tantamount to a ratification of Great Britain's claims to 
British Honduras, the Mosquito Coast and the Bay Islands. 
Blaine and Frelinghuysen labored in Tain, with theoretical ar- 
guments and historical objections, to convince Lord Granville that 
the instrument was without validity. Lord Granville refused 
to be convinced, and furthermore President Cleveland, by 
promptly recognizing the treaty, on coming into the Presidency 
in 1885, quite sustained the British contention. To-day some of 
our most learned international lawyers maintain that the old 
treaty is valid and binding, at the same time confessing the con- 
fident belief that in all probability Great Britain is quite as 
willing that it should be abrogated in the proper way, relinquish- 
ing her right under it to share in the construction, control and 
protection of a maritime canal through Nicaragua, as we are to 
have it done. The relations between the United States and Great 
Britain at the present time are more friendly than ever before, and 
there is little disposition to give her affront by rudely abrogating 
the instrument as proposed in the canal bill. Declaring to the 
people of the United States that the waterway was to be con- 
structed by the government, and to Great Britain that a private 
corporation, the Maritime Canal Company, assisted only in a finan- 
cial way by Congress, would control and operate it, would be an 
evasion that would excite at once the indignation and contempt 
of all the world. If, in view of our most amicable relations with 
the mother country, and the fact that the present Secretary of 
State, the Hon. John Hay, so recently represented his government 
at the Court of St. James's and did much to promote those friendly 
feelings, an abrogation of the treaty cannot be arrived at smoothly 
in diplomatic channels, then let Congress and the administration 
come out boldly and nullify the instrument, exciting indigna- 
tion if necessary, but maintaining the respect of the nations. 
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In addition to the foregoing objections to the enactment of a 
bill guaranteeing the bonds of the Maritime Canal Company, Sen- 
ator Turpie raises a serious doubt as to the lawful authority of 
Congress to guarantee the note of a citizen of the United States, 
or of a corporation. He concedes that there is nothing in the 
Constitution that prohibits Congress from doing this, and at 
the same time contends that it is not an answer to a constitu- 
tional objection to say that the power questioned is not forbidden 
in the provisions of the instrument. He argues that the Consti- 
tution is an instrument of granted powers, and where powers are 
not granted they do not exist. And, therefore, as this power is not 
granted, not purposed to be granted, not implied as granted, not 
by any possible intendment granted, he concludes that in doing so 
Congress would exceed its Constitutional authority. 

As it is the present situation which most concerns us, later 
aspects present themselves for careful examination. A new ad- 
ministration has come into power. Its policy as to the construc- 
tion of the trans-isthmian waterway is yet to be disclosed. 

Another commission, appointed and instructed to take surveys 
of the proposed route and make careful investigation as to the 
practicability and cost of the project, has concluded its work and 
is about to make its report. Semi-officially it is known that the 
commission concurs in the opinion expressed by previous com- 
missions, that the canal can be dug along the Nicaraguan route 
at a cost varying between a minimum of $70,000,000 and a maxi- 
mum of $150,000,000, establishing conclusively the feasibility and 
practicability of a ship canal from Brito to Grej r town. The time 
is at hand for the re-assembling of Congress, and for the Presi- 
dent to communicate to that body a statement as to the public 
policy in his annual message. Momentous and interesting events 
are transpiring in Central America, which in regard to the canal 
question have paramount importance. A new federation of States 
has been formed, a new constitution has been adopted and the 
first election of federal officers under it is about to be held. 
The effect upon diplomatic relations with the United States 
should be immediately felt. The concession granted to the 
Maritime Canal Company in 1887 for a period of ten years, 
subject to extensions, in which to do the work, has about run 
its limit. The Central American government is not disposed 
to renew it, and the canal company is eagerly trj'ing to patch 
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a truce with Congress and secure the acceptance of its latest 
proposition. 

On June 20th last, near the close of the recent session of Con- 
gress, Senator Morgan, for the Select Committee, reported a new 
bill, having, like all similar ones heretofore presented, the guar- 
anteeing of $100,000,000 bonds as a fundamental principle. The 
canal company generously offered to sell out to the government, 
of course being reimbursed the money already spent in promot- 
ing the enterprise. Previously, it had offered the United States 
eight of the nine directors, not counting those representing Nic- 
aragua and Costa Rica. It went one better, and increased the 
number to nine; then, to clinch the bargain, further agreed to 
the provision that " the directors appointed by the President are 
prohibited from being interested, directly or indirectly, in any 
contract made by the reorganized company." In addition to all 
of this, the proposition includes the assent of the Maritime Canal 
Company to any provision of law that Congress may enact for se- 
curing the United States. How the Senate Committee reconciles 
itself to the point blank violation, by this proposition, of Ar- 
ticle 10 of the concession, which sets forth, in clear and unmis- 
takable language, that the "Board of Directors shall be com- 
posed of persons, one-half at least, of whom shall be chosen from 
the promoters, who may yet preserve their quality as such," is 
not recorded in the report. Precisely the same objections that 
were raised against a similar bill in the Fifty-fourth Congress 
can be cited in opposition to this measure. Moreover, the com- 
mittee's frank declaration that in this bill "private ownership 
of the stock is completely eliminated,''- materially strengthens the 
position of those who contended that this was in direct violation 
of the Clayton-Bulwer treaty. 

The only ground, therefore, upon which all concerned may 
stand in complete harmony, for it must be remembered that the 
opposition is not against the construction of the canal, but the 
methods suggested, is that which provides for the abrogation of 
the Clayton-Bulwer treaty, either by diplomatic negotiations or 
by Congress on a manly appeal from the Executive; and for fur- 
ther diplomatic negotiations between the United States and the 
government of Central America for a treaty whereby we may have, 
as Senator Turpie expressed it: " An American canal under Amer- 
ican control, meaning thereby a canal built and owned by the 



LATEST ASPECTS OF NICARAGUA CANAL PROJECT. 709 

people and government of the United States, and under the con- 
trol of the Congress and President of the great republic." This 
is the consummation devoutly to be wished. 

Nicaragua, as it would appear from very recent press dis- 
patches, according to the eld saying, is not putting all of her eggs 
in one basket. In great enterprises the end sometimes justifies 
the means, and this little state, had she the military strength of 
the United States or Great Britain, might, without fear or favor, 
summarily annul the concessions held by the Maritime Canal 
Company and look elsewhere for capital and labor to construct the 
waterway. But, as a republic, and later as a state in the new 
Central American Confederation, she has stood fairly and hon- 
orably by her solemn contract with the Maritime Company, which 
on the 8th of October will expire by limitation. The Managua 
dispatches set forth that President Zelaya has entered into a new 
agreement with a company of contractors and capitalists, of New 
York and Chicago, by which the latter shall become the residuary 
legatee, as it were, of the Maritime Company, and succeed to the 
concessions after next October. Though lacking, as yet, official 
verification, these reports in part may be true. It is reasonable 
to suppose that Nicaragua, while waiting for the Maritime Com- 
pany to fulfill its contract or for the United States to undertake 
the work, is not letting pass a good offer from responsible Ameri- 
cans, to complete the project after all other efforts to do so have 
failed. Nor does it follow that American interests are per- 
mitted, in any way, to suffer, through an understanding between 
the new corporation and Mr. Zelaya. The United States of Cen- 
tral America, it may be stated without fear of refutation, is de- 
sirous that the United States of America shall construct, control 
and operate the canal. And before a new concession may acquire 
validity, it must bear the ratification of the Federal Congress. 
Any contract, agreement or understanding, therefore, between 
Mr. Zelaya as President of Nicaragua and the company, would 
have no consideration or weight in law other than that of a recom- 
mendation from the state to the Federal Government. 

The United States alone is master of the situation. "The 
way to resume is to resume," said Mr. Sherman on the resumption 
of specie payments. The way for the United States to build the 
Nicaragua canal is to cease debating it, get to work and build it. 

COBET M. STADDEIT. 



